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(1) By act or omission seek to aban-
don or terminate the condominium
project;

(2) Change the pro rata interest or
obligations of any condominium unit
in order to levy assessments or
charges, allocate distribution of hazard
insurance proceeds or condemnation
awards, or determine the pro rata
share of ownership of each condo-
minium unit in the common elements;

(3) Partition or subdivide any condo-
minium unit;

(4) Seek to abandon, partition, sub-
divide, encumber, sell, or transfer the
common elements by act or omission
(the granting of easements for public
utilities or other public purposes con-
sistent with the intended use of the
common elements by the condominium
project is not a transfer within the
meaning of this clause); or

(5) Use hazard insurance proceeds for
losses to any condominium property
(whether units or common elements)
for other than the repair, replacement,
or reconstruction of the condominium
property.

(e) AIll taxes, assessments, and
charges that may become liens prior to
the first mortgage under local law re-
late only to the individual condo-
minium units and not to the condo-
minium project as a whole.

(f) No provision of the condominium
documents gives a condominium unit
owner or any other party priority over
any rights of RHS as first or second
mortgagee of the condominium unit
pursuant to its mortgage in the case of
a payment to the unit owner of insur-
ance proceeds or condemnation awards
for losses to or taking of condominium
units or common elements.

(g) If the condominium project is on
a leasehold the underlying lease pro-
vides adequate security of tenure as de-
scribed in §3550.58(b).

(h) At least 70 percent of the units
have been sold. Multiple purchases of
condominium units by one owner are
counted as one sale when determining
if the sales requirement has been met.

(i) No more than 15 percent of the
unit owners are more than 1 month de-
linquent in payment of homeowners as-
sociation dues or assessments at the
time the RHS loan is closed.

§3550.73

§3550.72 Community land trusts.

Eligible dwellings located on land
owned by a community land trust may
be financed if:

(@) The loan meets all the require-
ments of this subpart; and

(b) Any restrictions, imposed by the
community land trust on the property
or applicant are:

(1) Reviewed and accepted by RHS be-
fore loan closing; and

(2) Automatically and permanently
terminated upon foreclosure or accept-
ance by RHS of a deed in lieu of fore-
closure.

§3550.73 Manufactured homes.

With the exception of the restrictions
and additional requirements contained
in this section, section 502 loans on
manufactured homes are subject to the
same conditions as all other section 502
loans.

(a) Eligible costs. In addition to the el-
igible costs described in §3550.52(d),
RHS may finance the following activi-
ties related to manufactured homes
when a real estate mortgage covers
both the unit and the site:

(1) Purchase of an eligible unit,
transportation, and set-up costs, and
purchase of an eligible site if not al-
ready owned by the applicant;

(2) Site development work in accord-
ance with 7 CFR part 1924, subpart A:

(3) Subsequent loans in conjunction
with an assumption or sale of an REO
property; or

(4) Subsequent loans for repairs of
units financed under section 502.

(b) Loan restrictions. In addition to
the loan restrictions described in
§3550.52(e), RHS may not use loan funds
to finance:

(1) An existing unit and site unless it
is already financed with a section 502
loan or is an RHS REO property.

(2) The purchase of a site without
also financing the unit.

(3) Alteration or remodeling of the
unit when the initial loan is made.

(4) Furniture, including movable arti-
cles of personal property such as
drapes, beds, bedding, chairs, sofas, di-
vans, lamps, tables, televisions, radios,
stereo sets, and other similar items of
personal property. Furniture does not
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include wall-to-wall carpeting, refrig-
erators, ovens, ranges, washing ma-
chines, clothes dryers, heating or cool-
ing equipment, or other similar items.

(c) Dealer-contractors. No loans will be
made on a manufactured home sold by
any entity that is not an approved
dealer-contractor that will provide
complete sales, service, and site devel-
opment services.

(d) Loan term. The maximum term of
a loan on a manufactured home is 30
years.

(e) Construction and development. Unit
construction, site development and set-
up must conform to the Federal Manu-
factured Home Construction and Safe-
ty Standards (FMHCSS) and 7 CFR
part 1924, subpart A. Development
under the Mutual Self-Help and bor-
rower construction methods is not per-
mitted for manufactured homes.

(f) Contract requirements. The dealer-
contractor must sign a construction
contract, as specified in 7 CFR 1924.6
which will cover both the unit and site
development work. The use of multi-
contracts is prohibited. A dealer-con-
tractor may use subcontractors if the
dealer-contractor is solely responsible
for all work under the contract. Pay-
ment for all work will be in accordance
with 7 CFR part 1924, subpart A, except
no payment will be made for materials
or property stored on site (e.g., pay-
ment for a unit will be made only after
it is permanently attached to the foun-
dation).

(g) Lien release requirements. All per-
sons furnishing materials or labor in
connection with the contract except
the manufacturer of the unit must sign
a Release by Claimants document, as
specified in 7 CFR part 1924, subpart A.
The manufacturer of the unit must fur-
nish an executed manufacturer’s cer-
tificate of origin to verify that the unit
is free and clear of all legal encum-
brances.

(h) Warranty requirements. The dealer-
contractor must provide a warranty in
accordance with the provisions of 7
CFR 1924.12. The warranty must iden-
tify the unit by serial number. The
dealer-contractor must certify that the
unit substantially complies with the
plans and specifications and the manu-
factured home has sustained no hidden
damage during transportation and, if
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manufactured in separate sections,
that the sections were properly joined
and sealed according to the manufac-
turer’s specifications. The dealer-con-
tractor will also furnish the applicant
with a copy of all manufacturer’s war-
ranties.

§3550.74 Nonprogram loans.

NP terms may be extended to appli-
cants who do not qualify for program
credit, or for properties that do not
qualify as program properties, when it
is in the best interest of the Govern-
ment. NP loans are originated and
serviced according to the requirements
for program loans except as indicated
in this section.

(a) Purpose. NP terms may be offered
to expedite:

(1) Sale of an REO property.

(2) Assumption of an existing pro-
gram loan on new rates and terms. If
additional funds are required to pur-
chase the property, the applicant must
obtain them from another source.

(3) Conversion of a program loan that
has received unauthorized assistance.

(4) Continuation of a loan on a por-
tion of a security property when the re-
mainder is being transferred and the
RHS debt is not paid in full.

(b) Terms. (1) Rate and term:

(i) For an applicant who intends to
occupy the property, the term will not
exceed 30 years.

(ii) For other applicants, the term
will not exceed 10 years. If more favor-
able terms are necessary to facilitate
the sale, the loan may be amortized
over a period of up to 20 years with
payment in full due not later than 10
years from the date of closing.

(iii) An applicant with an NP loan
under paragraph (b)(1)(i) of this section
who wishes to retain the property and
purchase a new property with RHS
credit must purchase the second prop-
erty according to the terms of para-
graph (b)(1)(ii) of this section, even if
the new property will serve as the ap-
plicant’s principal residence.

(2) NP loans are written at the NP in-
terest rate in effect at the time of loan
approval.

(3) NP borrowers are not eligible for
payment assistance or a moratorium.

(c) Additional requirements. (1) NP ap-
plicants other than public bodies and
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